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Message Text 

UNCLASSIFIED 

PAGE 01 REYKJA 00287 281834Z 
ACTION COME-OO 

INFO OCT-01 EUR- 1 2 ISO-OO AID-05 CIAE-00 EB-08 FRB-01 
INR-10 NSAE-00 USIA-15 TRSE-00 XMB-04 OPIC-06 
SP-02 LAB-04 SIL-01 OMB-01 NSC-05 SS-15 STR-07 
CEA-01 OES-07 DOE-11 SOE-02 /118W 

065215 010218Z/72 

R 281608Z FEB 78 
FM AMEMBASSY REYKJAVIK 
TO SECSTATE WASHDC 8184 

UNCLAS REYKJAVIK 0287 

E.O. 11652: N/A 

TAGS: EINV, ECON, ELAB, ETRD, IC 

SUBJECT: INFORMATION TO AID USG REVIEW OF INTERNATIONAL INVEST- 
MENT POLICY 

REF: (A) STATE 37873; (B) REYKJAVIK A-05, FEB 10, 1978 

1 . ICELAND HAS NO SPECIAL PROGRAM OF INCENTIVES FOR 
ATTRACTING FOREIGN INVESTMENT OR INVESTMENT CODE. FOREIGN 
INVESTMENT DEALT WITH ON CASE-BY-CASE BASIS IN PARLIAMENT, 

WHICH SPELLS OUT OPERATING CONDITIONS. THERE IS LEGAL 
REQUIREMENT THAT FOREIGN FIRMS BE MINORITY SHAREHOLDERS 
IF THEY DO INVEST, BUT EXCEPTIONS TO THIS REQUIREMENT CAN 
AND HAVE BEEN MADE. MAJOR FOREIGN INVESTMENTS IN ICELAND 
ARE ALL EXPORT-ORIENTED: ALUMINUM SMELTING AND DIATOMITE 
MINING CURRENTLY IN OPERATION AND FERROSILICON PLANT WHICH 
IS UNDER CONSTRUCTION. 

2. EXCEPTION TO MAJORITY LOCAL OWNERSHIP LAW WAS MADE FOR 
SWISS-OWNED ALUMINUM SMELTING PLANT WHICH BEGAN OPERATION 
IN 1969. REASONS FOR DECISION NEVER STATED PUBLICLY, BUT 

LACK OF CAPITAL MIGHT BE INVOLVED SINCE GOI FUNDED CONSTRUCTION 
OF HYDROELECTRIC PLANT AT BURFELL TO SUPPLY POWER FOR 
SMELTER. IN DIATOMITE PLANT AND FERROSILICON SMELTER, VOI 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 REYKJA 00287 281834Z 

PRINCIPAL LOCAL SHAREHOLDER. 

3. SINCE GOI HAS NO INCENTIVE PROGRAM AS SUCH, AND 
FOREIGN INVESTMENT SMALL, TREATMENT OF FOREIGN INVESTORS 
AS RAISED IN SECTIONS I, II, AND III, PARA 3 REFTEL (A) 

IS SAME AS LOCALLY OWNED COMPANIES. 
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4. DIRECT FOREIGN INVESTMENT CLIMATE UPDATE SUBMITTED 
EARLIER THIS MONTH IS CURRENT (REF B). 

BLAKE 
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